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COMPANY PROFILE 


Total Petroleum (North 
America) Ltd., (‘TOPNA’’) is 
engaged in expanding explora- 
tion and production activities in 
Canada and the United States 
with exploration and production 
offices in Calgary, Alberta 

and Houston, Texas. TOPNA 
owns and operates a refinery 

in Alma, Michigan and crude and 
product pipelines in that state. 
TOTAL markets gasoline, 

fuel oils, asphalts and other 
petroleum products to retail, 
wholesale and industrial custom- 
ers primarily in Michigan. 
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Highlights 


OPERATING 1975 1974 
Proven oil and condensate reserves (0bIS.) ©... 035.5. ee. 92,914,333 32,362,601 
Oil and condensate oroduction (ObIS.)).-..... 2,224,635 2,307,534 
Proven Gas reserves (M cubic [eel) eee. 203,859,000 197,305,000 
Natural vas sales (Mi cubic feet)... ea. ee: 7,983,280 6,469,466 
Crude of relied (6501S)... 2. a. 13,728,523 13,493 ,860 
merned product sales (ODIs) 8. 16,328,738 19,753,571 
FINANCIAL 

Neleamites. $ 8,998,000 $ 1,868,000 
barames per sate 62. te $ .70 $ .10 
Financial resources provided by operations (7) .................1.,.4. $ 25,685,000 $ 11,014,000 
Total tevenues and other income. ...... 6... 8... $248,010,000 $219,386,000 
Sharcnoiders QUI)... 6... 0. $105,206,000 $ 97,054,000 
Pola assets. $195,293 ,000 $185,504,000 


* Net income plus income charges not affecting working capital in the year. Refer to Consolidated 
Statements of Changes in Financial Position for other sources and uses of resources. 


MARKET AND DIVIDEND INFORMATION 
The principal markets for each class of the Company’s securities entitled to vote at the Annual Meeting 
are the Toronto Stock Exchange in Canada and the American Stock Exchange in the United States. A dividend 
of 17'4¢ (U.S.) per share was paid on the Preferred Series A shares for each quarterly period within the two most 
recent fiscal years. The high and low sales prices of the Common and Preferred Series A shares of the Company 
during such quarterly period were as follows: 


TORONTO STOCK 


EXCHANGE Common (TPN) Cs __Preeferred Series A (TPN.PR.A.) __ 
Quarter i eee seas Lian pale 
1974 High 10°/s 93/g 8°/s 65/4 201/2 18/4 173/4 13°/s 
Low 61/2 63/4 S's 3%16 14%/4 14 103/4 81/4 
1975 High 61/4 8 T*/s 53/4 134/s 16}/s 4 11°/ 
Low 4 S14 53/g 4.45 9 11/4 11%, 10%/4 
AMERICAN STOCK 
EXCHANGE Common (TPN) Preferred Series A (TPN.PR.A.) 
Quarter Me 2 oes ii eer Airs 
1974 High 10°/s 9°/s 83/4 7 21%/s 191/s 17'/ 138 
Low 6%16 The 4 35/g 14 14'/, Tit 83/g 
1975 High 6'/4 8 81/3 5th 127/s 15th 16 11's 
Low 315h6 51/3 ayy 43/g 87/s 11 11 10}/s 


Letter to the Shareholders 


February 16, 1976 


During the year 1975, your 
Company’s performance improved 
significantly in all areas of 
operations. 


Net income for the year was 
$8,998,000, or 70¢ per share, 
compared to $1,868,000, or 10¢ 
per share in 1974. This level of 
earnings amounts to approximately 
9% return on equity. 

Income from production continued 
its steady growth, due to increas- 
ing oil and gas prices and increasing 
gas production. Most of the sharp 
increase in earnings in 1975 

came from refining and marketing 
operations. Net income from 
refining and marketing, after 
allocation of general and adminis- 
trative expenses and income taxes, 
was still less than one cent 

per gallon, however. 


These improvements were achieved 
in a political and regulatory 
environment of relative stability, 
following the chaotic adjustments 
of 1974. 

In Canada, the Federal and 
Provincial governments somewhat 
alleviated the tax and royalty 
burden imposed in previous years. 
Crude oil prices were allowed to 
increase at July 1 from about 
$6.50 to $8.00 per barrel. A further 
increase is expected in 1976. 

More significantly, the average 
price of gas more than doubled in 
1975 as compared with 1974. This 
created a renewed incentive for 
the exploration of attractive gas 
prospects which had been postponed, 
but will now be drilled in 1976. 


In the United States, the Industry 
operated for the whole year 

under the “‘Emergency Petroleum 
Allocation Act of 1973”’ and all the 
regulations deriving from it. On 
December 22, the President signed 
the ‘“‘Energy Policy and 
Conservation Act’’, the chief 
provisions of which went into effect 
on February 1, 1976. 


The main regulations affecting 

the Company’s operations in 1975 
pertained to crude oil allocation, 
crude oil cost equalization, 
refined product allocation, and 
product pricing. The crude oil cost 
equalization, or ‘‘old oil entitle- 
ments’’ program was essential 

to correct the inequities created by 
a two-tier price system for refiners, 
such as TOTAL, having limited 
access to price controlled ‘“‘old oil’’. 


The product allocation and product 
pricing regulations were already 
obsolete when the year began, with 
abundant product supply and 
prices increasingly determined by 
competition in the marketplace. 
These regulations continued 

to impose a heavy administrative 
burden on the Company’s market- 
ing and administrative staff. 


The new ‘‘Energy Policy and 
Conservation Act”’ is being 
gradually implemented by the 
Federal Energy Administration. 
Its major feature is the continuation 
of crude price controls until 1979, 
resulting in the imposition of 

a ceiling on the price of previously 
uncontrolled “‘new oil’’. This 

will affect your Company in 
several ways: 

— First, reduce per barrel 
revenue from the Company’s 
new oil production in 
Michigan. This negative effect 
on income will be more than 
offset by production from 
wells drilled in 1975. 


— Second, create a “‘three-tier’”’ 
price system (old, new, 
imported). This will necessi- 
tate the continuation of an 
adjusted ‘“‘entitlements 
program’’ to correct crude 
cost inequities among refiners. 


The Energy Policy and Conser- 
vation Act gives the Administration 
authority to phase out product 
pricing and allocation regulations, 


subject to certain conditions. Your 
Company strongly supports this 
objective, for the reasons indicated 
in an earlier paragraph. 


Another governmental decision 
will significantly affect your 
Company in 1976, that is, the 
accelerated reduction of exports of 
crude oil from Canada to the 
United States. This development 
had been anticipated over the past 
few years and alternative 
solutions are gradually being 
developed to ensure continued 
supply of the Alma refinery. 


In addition to conducting the 
operations further described in this 
Annual Report, your Management 
devoted a great deal of time 
and effort in 1975 towards the 
acquisition of Hanover Petroleum 
Corporation, which is expected 
to be approved by the shareholders 
of both companies in April of 1976. 
Hanover Petroleum Corporation 
is an independent exploration 
and production company with 
offices in New York and Dallas. 
Its merger with your Company will 
accomplish several basic objectives: 
— generate increased profits 
and cash flow 
— increase oil and gas reserves 
and production in the 
United States 
— accelerate the diversification 
of your Company’s explora- 
tion interests in the 
United States 
— strengthen your Company’s 
professional staff 


The year 1976 will undoubtedly 
bring further changes in the 
political and competitive environ- 
ment in which your Company 
operates. Your Management feels 
that the Company has a sound 
and competitive foundation in all 
areas of operation from which 

to respond to changes, and from 
which to grow and become more 
successful in future years. 


Philippe Dunoyer 
President 
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Western Canada 


In Western Canada in 1975, 
TOPNA participated in less 

than half the number of wells 
drilled during 1974. Although an 
exploration and semidevelopment 
program had been planned, the 
uncertainties and detrimental 
effects of royalty and tax measures 
taken by federal and provincial 
governments required a re- 
examination of the situation. 
TOPNA participated in ten 
exploratory wells in Western 
Canada, which resulted in four 


gas discoveries. Six other wells 
were drilled under farmout at no 
cost to TOPNA but none were 
successful. 


The exploratory gas successes 

are located in the Craigend, 
Dixonville, Joarcam and Pelican 
areas of Alberta where TOPNA has 
had past successes. Further drilling 
is planned for these areas. It is 
anticipated that two of the wells 
in the Dixonville Field will be 
placed on production in the near 
future. The Dixonville area, along 


with adjoining areas in which 
TOPNA has substantial land 
holdings and interests in five 

gas wells, is illustrated in an 
accompanying map. 

Three development wells were 
drilled and all were completed as 
oil wells. One of these, was drilled 
on a heavy oil prospect and an- 
other was supported by acreage 
contribution on which TOPNA 
retains an override. 


Heavy Oil Recovery 

TOPNA participated with 

Texas Gulf, Inc. (50/50) 

in an experimental project for 

the “‘in situ’’ recovery of heavy 
oil from the North Battleford area 
in Saskatchewan. 2 wells 

were tested during the summer 
of 1975 with different rates of 
vapor injection and subsequent 
recoveries of heavy oil. After 
three successive cycles of 
injection/production (huff 

and puff) the recovery has reached 
an oil/steam ratio approaching .20 
which is considered promising in 
this type of reservoir; the daily 
oil production has reached 50 
b/d/well. 


CANADA 


EXPLORATORY WELLS 


(incl. Labrador) 
Oil 
Gas 
Dry 
Total 


Success ratio 


DEVELOPMENT WELLS 


Oil 
Gas 
Dry 
Total 


1975 

Gross Net 
4 95 

8 MM 
12 4.86 
33% 40% 

3 2 

3 Z 


1974 

Gross Net 
3 1.10 

8 23> 
19 6.38 
30 9.83 
37% 35% 
2 1 

2 1 


Labrador 


Miles 100 (0) 100 200 Miles 
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TOPNA LAND HOLDINGS 


LOCATION 
DRY HOLE 
GAS WELL 


In Offshore Labrador, four 

wells were begun during the 1975 
drilling season: two, (Cartier D-70 
and Freydis B-87), were abandoned 
without encountering significant 
shows and two, (Snorri J-90 and 
Karlsefni H-13), were suspended at 
the end of the season and will be 
re-entered during the 1976 season 
for testing and deepening. An 
accompanying map shows the 
28,500,000-acre spread of permits 
in which TOPNA has a 5% interest. 
A map of the lower peninsula of 
Michigan has been superimposed to 
illustrate the size and extent of 
the land holdings. To date, only 
six wells have been completed on 
this vast spread of which two, 
Bjarni H-81 and Gudrid G-75, 
tested significant gas flows during 
1974. A comprehensive drilling 
program, utilizing two drillships 
and one semi-submersible, is 
planned for 1976. 


The drilling ship ‘‘Peli- 
can’’. Equipped with a 
dynamic positioning 
system, the ‘‘Pelican”’ 
can operate in Arctic 
Seas where the pres- 
ence of drifting icebergs 
makes it impossible to 
utilize conventional dril- 
ling vessels. 


United States 


Michigan exploration during 1975 
resulted in several significant 
discoveries which have doubled 
the Company’s oil and gas reserves 
in the State: TOPNA participated 
in the drilling of 21 wells which 
resulted in 9 oil wells and 2 gas 
wells. In addition, two wells were 
drilled in which TOPNA participated 
by acreage contribution (one of 
them was a development well). 
The total number of producing 
wells in the Northern Niagaran 
Trend in which TOPNA has 

an interest is now 34. 


In the Pleasanton area of 
Manistee County, (30 miles 
northeast of the Hamlin Lake 
Field) the Baugh wells (1 & 2 - 36) 
in which TOPNA holds a 60% 
interest, have been the principal 
contributors to the reserve in- 
crease. An accompanying map 
shows the Pleasanton area in which 
TOPNA is quite active and will 
continue to be so during 1976. In 
addition to the above-mentioned 
discoveries TOTAL participated 
with smaller interests in three 
other discoveries in the map area. 


In the Hamlin Lake area, also 
illustrated on an accompanying 
map, TOPNA as of December 
31, 1975, had interests in 12 oil 
wells and four gas wells. Three 
oil wells were completed during 
1975 in this area. One development 
well was supported by acreage 
contribution and TOPNA retains 
an override in the well. These 
wells are supplying gas and oil to 
a nearby chemical plant in the 
City of Ludington. 


At the opposite end of the 
Northern Michigan Reef Trend, 
some 125 miles to the northeast in 
Montmorency County, TOPNA 
participated in a gas discovery 

at the Stella-Maris No. 1-29 well. 
This well is also the most easterly. 
reef discovery to date on the 
Northern Michigan Trend, ex- 
tending the trend some six miles 
northeastward and within two miles 
of the Black River Ranch in which 
TOPNA holds an interest and 
plans drilling in the near future. 


TOPNA also participated in 
discoveries in Otsego and Wexford 
counties along the Northern Trend. 
In the Illinois Basin, TOPNA 
continued exploration with a par- 
ticipation in eight wells. All these 
wells were unsuccessful. 


Offshore Gulf Coast 

Three test wells undertaken in 

the offshore Mississippi, Alabama, 
Florida (MAFLA) area, in which 
TOPNA participated for 5%, have 
been abandoned and the acreage 
relinquished. 


TOPNA participated for 10% 

in the acquisition of four blocks 
offshore South Texas. Two of these 
blocks remain untested (blocks 
555 and 755). A test well drilled 
on block 700 indicated a few gas 
impregnated sands. Block 828 has 
been partly evaluated by a gas 
discovery made in adjacent 

block 831, and a step-out well 

will be drilled early in 1976 on the 
border line of the two blocks where 
TOPNA will participate for 5%. 


Southern United States 

Three onshore Florida blocks 

(net 67,537 acres) have been 
seismically evaluated and 

several drillable structures 

have been delineated. TOPNA 

is seeking partners before drilling 
on this venture. This is expected to 
take place during 1976. 


Several small parcels have 

been acquired in the Anadarko 
basin of Oklahoma and TOPNA 
will participate in 1976 in the 
drilling of a few wells in this area. 


US. 


EXPLORATORY WELLS 1975 ee 

(Incl. Offshore ) Gross Net Gross Net 
Oil 9 4.40 5) 1.48 
Gas Be fl 3 TL. 
Dry 23 5251 TF ©4358 
Total 34 10.22 15 123 
Success ratio 32% 46% 53% 31% 

DEVELOPMENT WELLS 
Oil — —_— 1 54 
Gas 2S — == — 
Dry — — — — 
Total — — 1 54 


Production & Reserves 
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Crude oil and condensate 
production during 1975 totalled 
2,224,635 barrels, an average 

of 6,095 barrels per day. This 
represents a decrease of ap- 
proximately 3.6% from 1974 

due mainly to curtailment of 
Canadian exports to the United 
States. Natural gas sales increased 
by approximately 23.4% from 1974 
levels, to a total of 7,983 million 
cubic feet, an average of 21.9 
million cubic feet per day. This 
improvement in gas sales reflects 
increased production in Michigan. 


The Company’s estimated 
proven liquid reserves at the 
end of 1975 amounted to 32,914,333 
barrels, representing an increase 
of approximately 2% compared 
to the proven reserve estimate 
at the end of 1974. Estimated 
probable additional liquid 
reserves at the end of 1975 were 
6,821,735 barrels compared to 
7,532,893 barrels at the end 


Exploratory gas well in the Dixonville area of N.W. Alberta. of 1974. 


Production & Reserves 


Estimated proven gas reserves 
totalled 203.9 billion cubic feet 

at the end of 1975 representing an 
increase of approximately 3% 
compared to the proven reserve 
estimate at the end of the previous 
year. Estimated probable ad- 
ditional gas reserves at the end 
of 1975 amounted to 68.8 billion 
cubic feet compared to 71.3 billion 
cubic feet at the end of 1974. 


The wellhead prices of oil and gas 
in Canada and in the United States 
increased steadily in 1975. In 
July, the price of oil produced in 
Canada was raised from an average 
of $6.50 per barrel to $8.00 per 
barrel. In November, the price of 
natural gas produced in Alberta in- 
creased from an average of $.45 
per MCF to $.95 per MCF. The 
wellhead prices of oil and gas pro- 
duced and sold by TOPNA in 

the United States were uncontrolled 
and increased by an average of 23% 
for oil and 14% for gas between 
January and December 1975. 


Remaining 


Oil Reserves 


MILLIONS OF BARRELS 


USA—Proven 
CANADA—Proven 


Remaining 
Gas Reserves 


BILLIONS OF CUBIC FEET 


— USA—Proven 


CANADA—Proven 


CONSOLIDATED LAND HOLDINGS AT DECEMBER 31, 1975 


b 


(Acres) 
Petroleum and Reservations, Permits, 
Natural Gas Leases Licenses Total 
Gross ENets Gross. _Net_ Gross. _Net_ 

British Columbia ........ 364,129 137,876 604,178 227,881 968,307 3635757 
AIDS rtassiiien ptt ee re 977,145 543,678 422,897 325,503 1,400,042 869,181 
Saskatchewania, asec 104,262 51,025 — — 104,262 $1025 
Northwest Territories .... — — 1,208,688 439,101 1,208,688 439,101 
ALClIC aaa ne — — 225,446 10,268 225,446 10,268 
Yukon 35 eee — — 179,120 82,133 179,120 82,133 
Labrador (Offshore)...... — — 28,480,537 1,424,027 28,480,537 1,424,027 
Canadavnck.. «er eee 1,445,536 132,519 31,120,866 2,508,913 32,566,402 3,241,492 
Flordaz.oke oe ce ee 90,750 67,537 — — 90,750 67,538 
East Gulf of Mexico 

(Oftshote\se. rae 17,280 1,224 — — 17,280 1,224 
NINOS. ee pie pe 10,656 — — 23,234 10,656 
Michigan® cen 398 ,363 217,944 — — 398,363 217,944 
Montana< 28.0. ee 50,365 41,875 — — 50,365 41,875 
North Dakotas.) 23,364 23,364 — — 23,364 23,364 
Oklahoma can eae 4,595 3,974 — — 4,595 3,974 
Texas (Offshore) =... 2.2. 23,040 2,304 — — 23,040 2,304 
Utahtare sacs oe 832,983 138,830 — — 832,983 138,830 
WnitediStates ae eee 1,463,974 507,708 — — 1,463,974 507,708 
Lotal el eae ee 2,909,510 1,240,287 31,120,866 2,508,913 34,030,376 3,749,200 


Crude oil processed by the Alma 
refinery totaled 13,728,523 barrels 
in 1975. This represents an increase 
of 1.7% over the quantity processed 
in 1974, and also represents a 
record crude run. 


The refinery operated to yield 
maximum quantities of the higher 
priced products, especially 
gasoline. The volume of gasoline 
produced increased, as a percentage 
of crude oil run, from 48.7% in 
1974 to 52.5% in 1975. This was 
largely due to improved operation of 
the Fluid Catalytic Cracking Unit. 


A comprehensive energy conser- 
vation program has been initiated 
to reduce refining energy costs. 
A 7.5% reduction in energy usage 
was effected in 1975 as compared 
with 1972. 


Refining 


Engineering studies have been 
initiated to upgrade the cracking 
and alkylation facilities in order 

to improve the yield of high-valued 
gasoline. The Manufacturing- 
Engineering Department has been 
strengthened and reorganized 

to this effect. 


We are pleased to report a 
continuation of desirable employee- 
management relationships. 


A general view 
of the Alma refinery 
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Supply & Transportation | 


During 1975 crude oil was sufficient 
to meet programmed crude runs 
at the Alma refinery. Approximately 
25% of the crude run was from 
Canadian sources versus 43% 
Canadian content in 1974. The 
remaining crude supply, 75%, was 
obtained from Michigan sources. 
This significant increase in crude oil 
from Michigan reflects the growth 
of production in the State, and the 
completion of additional purchase 
and exchange agreements. Some 
of the exchange agreements involve 
utilization of off-shore oil. 


The average cost of crude oil 
available to the refinery was highly 
affected by the multi-tier price 
system resulting from government 
regulations (old oil, new oil, 
Canadian oil, off-shore oil). The 
inequities created by the multi-tier 
price system were partially 
corrected by the ‘‘old oil entitle- 
ments’’ program implemented 

by FEA in late 1974. This program 
helped to keep the refinery’s net 
cost of crude oil close to industry’s 
average. An entitlements program 
to meet the same objective is 
continuing under the new Energy 
Policy and Conservation Act. 


As TOTAL markets more refined 
products than it manufactures, 

it was necessary to purchase from 
other companies 2.9 million 
barrels of gasoline in 1975. The 
contemplated expansion of gasoline 
production facilities discussed in 
the Refining report would signif- 
icantly reduce product purchases. 


The new 10-inch crude oil pipeline 
between Bay City and Alma 

was completed on schedule in 1975. 
The completion of this line now 
gives the necessary pipeline 
capacity to transport increased 
quantities of Northern Michigan 
crude oil to the refinery. The new 
line enabled the Company to 
abandon 110 miles of obsolete 
pipeline which has been envi- 
ronmentally troublesome in 

recent years. 


This new pipeline represents the 
first stage of a three year 
modernization program for the 
TOTAL pipeline network. 
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Lansing Terminal, Lansing, Michigan. 


Alma pumping station for transporting products to Lansing and Bay City. 
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Marketing 


Although the Industry’s overall 


. sales volume of refined products 
Refined declined in 1975 from 1974, 
Products Sales TOTAL’S 1975 overall sales volume 
MILLIONS OF BARRELS was 3.6% higher than in 1974 and 
was at an all-time high. The bar 
INDUSTRIAL PRODUCTS chart shows that overall sales have 
A DOMESTIC FUEL OILS risen steadily since 1971 with the 
Sa ih exception of 1973, when availability 


of supply was limited due to the 
oil embargo. The upward trend 
was due mainly to increased sales of 
gasoline over the period, while 

the sale of fuel oils and industrial 
products fluctuated within a 
narrow range. 


In 1975, the increase in overall 
sales was due entirely to an 11.3% 
increase in gasoline sales over 
1974 as opposed to an estimated 
Industry increase of only 2-3%. 
Demand for unleaded gasoline 
continued its sharp upward trend 
with sales of this product accounting 
for 13% of TOTAL gasoline sales 
in December. 


Fuel oil sales, which were 
essentially in balance with refinery 
production, were down 1.0% 

from 1974. 

Sales of industrial products in 
1975 ‘ell by 11.3% as compared to 
1974. This decline was due mainly 
to lack of demand for residual fuel 
oil and industrial diesel oil as 

a result of the downturn in the 
economy and to reduced demand 
for asphalts because of curtailed 
spending on highway construction. 
Firming of gasoline prices during 
the.summer months and of fuel 

oil prices during the latter part of the 
year, contributed to the steady 
profit improvement during the year. 
In 1975, capital expenditures 

for Marketing, other than those of a 
sustaining nature, were almost 
entirely for modernizing existing, 
well-located service stations. The 
program was aimed at improving 
appearance and driveway facilities 
at the lowest possible cost, while 
creating an easily identifiable 
image for TOTAL. Examples may 
be seen in the accompanying 
photographs. 


A typical service station before and after modernization. 


Five-Year Review 


OPERATIONS — EXPLORATION AND 
PRODUCTION: 


Crude oil and condensate (bbls.) — Canada 
Proven reserves at year-end 
Probable reserves at year-end ............. 
ProductionidUnin cay Ca lmemrtr irre reret 

Crude oil and condensate (bbls.) — United States 
Proven reserves at year-end 
Probablemesenvecsrdtnyeal-cl Gp awanas iene 
Productondunnesy Coleen eeeerteeeee 

Natural gas (thousands of cubic feet) — Canada 
ProOvenmiesenvV.esralsy cal end een ree 
Probable reserves at year-end ............. 
Salesiduhines Calan ee eee er eee 

Natural gas (thousands of cubic feet — United States 
Provenmtesenvesraty.cal-end aneeee ener 
Probablesresenvies! atiy Cale G eee errs 
Salesidunin ey Calusa reer rn ner nee 

Gross land holdings (acres) — Canada ....... 

Gross land holdings (acres) — United States .. 

Net land holdings (acres) — Canada ......... 

Net land holdings (acres) — United States.... 


OPERATIONS — REFINING AND MARKETING: 
Gide oiliehineda(bbISs) mae eee eae 
Manufactured gasoline (bbls.) ............. 
Refined’ product sales (bbIs2)= 24 tee 
Gasoline sales (bbIs a reer eee 
Service station owned or leased long term.... 
TOPAL outhetscc501 eek eee eee eee 


FINANCIAL (U.S. Dollars): 
Revenue: 
INetsalessof metinedsproductsmnr sire 
Net sales of crude oil and natural gas ...... 
Other income (expense) 


Costs and Expenses: 
Purchased crude oil, products and merchandise 
Operating, marketing and administrative ... 
Depreciation, depletion and amortization ... 
WLC CAS Eee nan ers als mtn ORM mininde oie ola whee 
IncomestaxeS vicina een coe tae rere 


INGE TeVeVOVONS (HOSS) cacaacacassdenounsesonneds 
Dividends paid on 
Seniese Aw ereteriedssharesiaaa eae tee 


Net income (loss) available to 
Common shares 


INeGincome;(loss)ipels alee eee 


Operating Income:(2) 
Exploration andsProductone eet ie 
Refining andsMarketingg cer an te 
Unallocated administrative 
interest, income taxes and other........ 
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piv? 1974 BAS BAL! 19” 
29,409 234 31,167,136 32,636,845 34,778,435 34,447,800 
6,821,735 13325893 8,172;753 9,249,714 8,953,739 
2,043,755 2,237,483 DISS AL 2,009,402 1,692,471 
3,505,099 1,195,465 791,707 1,081,066 — 
180,880 70,051 14,890 19,209 4,098 
177,163,000 180,015,000 176,984,000 167,015,000 164,575,000 
68,820,000 71,342,000 51,498,000 39,198,000 40,230,000 
5,418,425 5,824,511 4,882,617 4,437,506 4,128,975 
26,696,000 17,290,000 12,210,000 8,280,000 — 
2,564,855 644,955 — — — 
32,566,402 335,550. 5277/ 35,671,636 38,354,588 38,503,155 
1,463,974 1,273,342 384,604 355,303 112,558 
3,241,492 3,794,671 4,058,812 4,093,242 4,357,945 
507,708 409,012 207,885 1975525 78,390 
1357285523 13,493,860 13,566,316 11,091,413 11,084,578 
7,213,452 6,568,476 7,234,849 4,892,496 4,717,467 
16,328,738 IS;75355 71 14,122,357 15,377,590 14,015,976 
10,093,595 9,065 ,690 $.129°929 8,566,833 7,619,786 
220 233 250 83) 4 330 
714 699 685 913 918 
$233, 103,000 $206,803 ,000 $103,934,000 $ 94,912,000  $ 83,000,000 
14,512,000 10,451,000 7,611,000 5,506,000 4,570,000 
395,000 2,132,000 (944,000) 748,000 767,000 
248,010,000 219,386,000 110,601,000 101,166,000 88,337,000 
182,094,000 173,645 ,000 61,869,000 62,175,000 54,273,000 
37,122,000 32,126,000 28,831,000 27,980,000 25,385,000 
8,837,000 7,705,000 6,930,000 5,977,000 5,395,000 
3,109,000 2,601,000 3,767,000 3,429,000 3,385,000 
7,850,000 1,441,000 4,071,000 500,000 29,000 
239,012,000 217,518,000 105,468,000 100,061,000 88,467,000 
8,998 ,000 1,868,000 5,133,000 1,105,000 (130,000) 
846,000 851,000 859,000 861,000 863,000 
$ 8,152,000 $ 1,017,000 $ 4,274,000 $ 244,000 $ (993,000) 
$.70 $.10 $.51 $.03 $(.15) 
$ 7,617,000 $ 4,460,000 $ 2,692,000 $ 1,909,000 $ 1,448,000 
16,668,000 3,254,000 15,186,000 7,532,000 4,386,000 
(15,287,000) (5,846,000) (12,745,000) (8,336,000) (5,964,000) 
$ 8,998,000 $ 1,868,000 $ 5,133,000 $ 1,105,000 $ (130,000) 
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1975 1974 1973 1972 i971 
Financial Resources Provided by Operations:(1) $ 25,685,000 $ 11,014,000 $ 17,567,000 $ 8,249,000 $ 7,550,000 
Financial resources by division: 
Exploration and Production:............. $ 12,613,000 $ 9,081,000 $ 6,375,000 $ 4,627,000 $ 3,694,000 
Refining and Marketing................. 20,253,000 6,052,000 18,197,000 10,740,000 7,493,000 
Chan COMe meee oy ar cea fee Gus 395,000 2,132,000 _ 489,000 748,000 767,000 
ACMINISUAlIVE EXPENSES vic coe cs. ese (4,467,000) (3,650,000) (3,727,000) (5,104,000) (3,275,000) 
PREETESEX DENSES teri tse tees creer eee (3,109,000) (2,601,000) (3,767,000) (3,429,000) (3,385,000) 
Retundablesincome:taXxcsmse arene ne — — — 667,000 2,256,000 
Capital expenditures: 
EXD ablOMmer yer ae oak Wika oes eels $ 16,609,000 $ 18,490,000 $ 8,633,000 $ 5,525,000 $ 5,730,000 
BIOGUCHON wer er ners hee eee en bah 3,239,000 1,419,000 612,000 752,000 254,000 
Manlifactuning mera evn aol icrewe ree « 1,635,000 1,734,000 1,184,000 2,455,000 950,000 
Supply and Transportation................ 4,573,000 1,515,000 883,000 1,264,000 1,482,000 
Macketingermrrree oi 2.5 Gee eras 1,331,000 1,149,000 1,009,000 886,000 2,571,000 
PX CTITEMS UAL VG eect nite eho es Oiees 243,000 247,000 371,000 23,000 170,000 


$ 27,630,000 $ 24,554,000 $ 12,692,000 $ 10,905,000 $ 11,157,000 
(Long-term debt) + (long-term 


debts shareholders. Equity) 25. «054-02 24 19 .20 oo ee / 
SRALCHOIGErSMEGUITV2e 4 es. Stee tke $105,206,000 $ 97,054,000 $ 96,029,000 $ 69,845,000 $ 69,597,000 
Shareholders’ equity per share(3)............ $7.82 $7.03 $6.92 $6.44 $6.41 
Number of registered shareholders .......... 7,450 et 8,091 ysti2 7,568 
Notes: 


(1) Net income plus income charges not affecting working capital in the year. Refer to Consolidated Statements of Changes 
in Financial Position for other sources and uses of resources. 


(2) Financial resources by division reduced by depreciation, depletion and amortization attributable to the division. 
(3) Shareholders’ equity in excess of par value of preferred shares divided by common shares outstanding at the end of 


the period. 
Financial Resources 
Gross Income Pr ovided by Operations (*) Capital Expenditures 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


ADMINISTRATIVE 
|} MARKETING 
SUPPLY & TRANSPORTATION 
|| MANUFACTURING 
PRODUCTION 
F | EXPLORATION 


FINANCIAL RESOURCES 
PROVIDED BY OPERATIONS 


OTHER INCOME 
OIL & GAS INCOME 


REFINERY SALES 
250 


200 


150 


100 


50 


1971 72 73 74 1975 : Kesavan | J 
1971 72 73 74 4975 *See the five-year review and management dis- 1971 72 73 74 1975 
cussion and analysis of the summary of opera- 
2 tions appearing on pages 16 and 18 respectively. 
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Management Discussion & | 
Analysis of Summary of Operations 


The operating income of the 
Exploration and Production Divi- 
sion increased by 71% in 1975 after 
an increase of 66% in 1974. These 
increases were principally the 
result of higher net proceeds to the 
Company from its production 
which, volumetrically, remained 
essentially constant during the 
three year period. The majority of 
the Company’s production is 
located in Canada where, because 
of government policies, net 
proceeds to producers increased at 
a lower rate and to a lower level 
than that generally experienced in 
the United States. The government 
policies also restricted crude 

oil production during the period. 


These favorable revenue changes 
were partially offset by increased 
operating expenses and depletion 
provisions. Operating expenses 
increased by approximately 
$500,000 in 1975 from 1974 after a 
10% increase over 1973. The 1975 
increase is largely attributable to 
expenses associated with new wells 
coming into production during the 
1974-1975 period. Depletion 
expense increased by approxi- 
mately $900,000 in 1974 as com- 
pared to 1973 and an additional 
$350,000 in 1975. The large 1974 in- 
crease resulted from an increase 
in the depletion rate per equivalent 
barrel of production from $1.28 

in 1973 to $1.59 in 1974. This rate is 
computed by dividing proven re- 
serves into the accumulated 
undepleted cost of exploration and 
development. Natural gas reserves 
are included in the calculations 

by converting thousands of cubic 
feet to oil barrel equivalents based 
on their relative sales values. 


Recent expansion of the Company’s 
exploration program added an 
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abnormally high amount of lease 
acquisition costs to the undepleted 
cost in 1974. The depletion rate for 
1975 of $1.63 includes the favor- 
able effect of increases in gas prices 
at a rate higher than that of oil 
prices. Thousands of cubic feet of 
gas were converted to barrels at 
year end 1974 in aratio of 18 to 1; at 
year end 1975 the same ratio 

was I1 to 1. 


The operating income of the 
Refining and Marketing Division 
reflects the unstable conditions 

in the U. S. petroleum industry 

in recent years. While sales 
volumes have increased during the 
past three years (11.6% from 1973 to 
1974 and 3.6% from 1974 to 1975) 
the significant effect on operating 
income has been prices. During this 
period, particularly in 1974 and the 
last quarter of 1973, pricing for 
the entire industry progressively 
moved upward to new levels. 1973 
and early 1974 was a period of 
relatively short supply and stable 
margins. Price competition re- 
turned to the refined products 
market in the latter part of 1974 and 
continued through mid 1975. 
Because the crude oil available to 
TOPNA included a ratio of price 
controlled ‘‘old’’ oil far below that 
of its chief competitors, TOPNA 
was unable to compete profitably at 
the market price levels in 1974. In 
1975 the inequities of the ‘‘two- 
tier’’ crude oil price system were 
alleviated by the introduction of the 
crude oil cost equalization program. 
Costs for 1974 are $10,550,000 
higher under the last-in, first-out 
inventory cost method adopted in 
1974 than they otherwise would 
have been. 

Expenses for the Refining and 
Marketing Division increased by 
approximately $4.4 million (14%) 


from 1974 to 1975 following an 
increase of approximately $3 
million (11%) from 1973 to 1974. 
The majority of the 1974 increase 
was in refining expenses, resulting 
principally from increased wages 
and the high cost for scheduled re- 
finery maintenance as compared 
with prior periods. The refinery ex- 
penses also increased because of in- 
creased gasoline additive usage 
necessitated by the diverting of high 
octane stocks from gasoline to mili- 
tary jet fuel and because of in- 
creased electrical energy costs. In 
1975S increased wages and electrical 
energy costs throughout the 
division again were major contribu- 
tors to the higher expenses. Price 
increases for refinery materials and 
additives offset the decrease in 
maintenance expense to a more 
normal level. 


The decrease in interest expense in 
1974 of 31% resulted from a de- 
crease in the level of borrowed 
funds. Approximately $18,000,000 
in long-term debt was prepaid in late 
1973 with funds received from the 
sale of Common shares. New 
borrowings in 1975 caused an 
increase in expense. 

The 1975 increase in administrative 
expense resulted from inflationary 
pressures on wages and related 
payroll taxes and benefits. 


Other income (expense) for 1973 
includes a provision for loss on dis- 
posal of retail properties of 
$1,650,000. Other income for 1974 
also increased as compared to 1973 
because of higher levels of interest 
earned on short term invest- 
ments, the funds being partially pro- 
vided by proceeds from the late 
1973 sale of Common shares. The 
level of funds invested was signifi- 
cantly lower in 1975. 


Painting by Michael Patterson, Wholesale Credit Manager at TOTAL 
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Total Petroleum (North America) Ltd. and Subsidiaries 


HEAD OFFICE 
639 FIFTH AVENUE S.W. 
CALGARY, ALBERTA T2P 0M9 
Telephone 403/265-9080 


SUBSIDIARY (WHOLLY-OWNED) 
TOTAL Leonard, Inc. 
East Superior Street 
Alma, Michigan 48801 
Telephone 517/463-1161 


REGISTRARS 
THE ROYAL TRUST COMPANY 
Calgary, Regina, Winnipeg, 

Toronto and Montreal, Canada 
MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 
New York, N.Y. 


TRANSFER AGENTS 
MONTREAL TRUST COMPANY 
Calgary, Regina, Winnipeg 
Toronto and Montreal, Canada 
MORGAN GUARANTY TRUST COMPANY 
OF NEW YORK 
New York, N.Y. 


AUDITORS 
PRICE WATERHOUSE & CO. 


EXCHANGE LISTINGS 
TORONTO STOCK EXCHANGE 
MONTREAL STOCK EXCHANGE 
AMERICAN STOCK EXCHANGE 


FORM 10-K and FORM S-14 

Copies of the Company’s annual report to the Securities and 
Exchange Commission on form 10-K and the recent registra- 
tion statement on form S-14 are available without charge 
to any shareholder upon written request to the Treasurer 
at East Superior Street, Alma, Michigan 48801, U.S.A. 
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Total Petroleum (North America) Ltd. and Subsidiaries 


Report of Independent Accountants 


To the Shareholders of 
TOTAL PETROLEUM (NORTH AMERICA) LTD. 


In our opinion, the accompanying consolidated balance sheets and the 
related consolidated statements of income and retained earnings and of 
changes in financial position present fairly the financial position of 
Total Petroleum (North America) Ltd. and its subsidiaries at Decem- 
ber 31, 1975 and 1974, and the results of their operations and the 
changes in their financial position for the years then ended, in con- 
formity with generally accepted accounting principles consistently 
applied. Our examinations of these statements were made in accor- 
dance with generally accepted auditing standards and accordingly 
included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 


Price Waterhouse & Co. 
Detroit, Michigan 
February 3, 1976 
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Revenue: 


Consolidated Statements of Income 


INCOME 


Iie Ne SO LMEC TINE NILOCUECE Sine Hivmt nai ORR reed cla) IM MAS SALA: SoS | 


Nema les OUChUCO Nai NATIT AL OAS Ce ge. kiwitlauleesie les: o spun ous 


Other income 


Expenses: 


Sere, Ce.) 10) V6) «set a) Med le, \e:l\q) ye) 6: tw, 6 woe. @ (e 6) Ww, W (4 [e}) 6) Je) 0) ie) & ee) ) a © ‘et eli 0) ee 0 16) 8 eee ie 


Furehascd crude ons products and merchandise: ). aii. do ade Send 


Operating.... 


SLA (ole. (O08 6 rete) ko fe) ote b! <6) 610) is fe; ete die) 'm) ciel ioile, 6, 8\j:es/0) (we (e e)/ 6, (el iu, 0, @liet heise) tel 6) senue. ei 30 Jolie, 


Nealece Cn sean ACITISU AMV Cly. rts ets nei ak: dee apts eistete gee wa bladel yi iia 


Depreciation, depletion’ and: amortization. sod ea ae es aes, we ae eae 


PSEC SON: [ONS LEI MNCe Obs ida cic ites sl ehalsie cay at eek ew ale, 2. Mhahay alia ae 


Other interest 


Oe (ete. eh Gis) 6 [ee lejelist se: 's Ue. ke: wy miele) (eh ie we Ae: wale) ke -ie) aja) ya) ss))mi.eitel eule. JA le te. vais (a> eles (ee 


NGREMC OMe MOMGNeIVCAL Eee ey Acie Gum ler cn kine three eas eb ab Wie yaar as 


Cte ONC EPC UP SIAL A INOTONG) ule oie dani ne se ia uceteoanras bene ae Oh Ke A eal od sak eh 


RETAINED EARNINGS 


Bence. be CIMINO Vein ek ce vania ssn mea ge mie: 2) alse 


ISTIC OO MOR TIC VC Alena ruil septs, eae eats ath ea eHo ier Aidt bark oak g 


Dinviiende OULSCHER OA ELCLeLTed (SIKATES Ce ee yin bis Fed cake Be bare Ae 


LE RTL Cet al 68 leas tt ee RM A pe Re a a es oC 


and Retained Earnings 


(United States Dollars) 


Year Ended December 31 


1975 


$233 ,103,000 
14,512,000 
395,000 


248,010,000 


182,094,000 
20,746,000 
16,376,000 

8,837,000 
2,973,000 
136,000 
7,850,000 
239,012,000 
$ 8,998,000 


$.70 


$ 15,799,000 
8,998 000 


24,797,000 
846,000 


$ 23,951,000 


1974 


$206,803 ,000 
10,451,000 


21 32,000 


219,386,000 


173,645,000 
17,789,000 
14,337,000 

7,705,000 
2,325,000 
276,000 


1,441,000 
217,518,000 


$ 1,868,000 


$.10 


$ 14,782,000 


1,868,000 


16,650,000 


851,000 


$ 15,799,000 
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Total Petroleum (North America) Ltd. and Subsidiaries 


Consolidated Balance Sheets 


(United States Dollars) 


ASSETS 


CURRENT ASSETS: 


Accounts and notes receivable, less allowance for 


doubtful accounts of $614,000 (1974 - $454,000) ....... 


Inventories of purchased crude oil and products (Note 1) 


oie! jen e: ‘© el isigoylene) 6 


Wines, (2 sw fay 1) Ne) ‘eyo fe) Ve’ 


al ter cei fe? Ge) <a) ‘ie ot #16 


Inventories of merchandise, materials and supplies (Note 1)......... 


Prepaid expenses anid Other sapere sae aye er rree ene 


LONG-TERM -RECEIVABLES AND OTHER ASSETS: 


PROPERTY, PLANT AND EQUIPMENT (Notes | and 2) 


Notes*recelvablé>...s deve eects wie ee ee eee 


Less—Accumulated depreciation, 
depletion and amortization 


APPROVED ON BEHALF OF THE BOARD: 
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Director 


) ie, Se? 8) e! ie! fe (6 © 8) 8. 0. 1e) © 10, 0 (0) «(6 8) 8) ee 


@ (e: ceute’ focby.e) ey eRe) e 


©) fei (8: shia: Ww us) lee) te ve 


ie! (St ee were! 0 a) Late 


December 31 


1975 


$ 6,670,000 
11,472,000 


16,461,000 
17,057,000 
3,429,000 


1,706,000 


56,795 ,000 


1,968,000 


227,000 


2,195,000 


186,961,000 


50,658,000 


136,303,000 


$195 293,000 


1974 


$ 5,691,000 
7,855,000 


26,563,000 
17,067,000 
3,033,000 


2,714,000 


62,923,000 


1,938,000 
297,000 


2,235,000 


169,973,000 


49 627,000 


120,346,000 


$185 504,000 


LIABILITIES, DEFERRED CREDITS AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES: 


PRS OTIS PVA ate Siete eB ML 2.2 ee OER is sth nad a Stok wri ager iete 4 a 60a 
ECO UIC CEL AK Carian 4 iter BA Leas Cd ost dnmhatraW- cdot semis ce chai dase e Pate 1k 


SR era EES ECCI OLE 65) Bae en a a ease, wine Rit aee sev V oda ta ypeeqeatcia acy ae 


DETEKRED CREDITS: 


Prete tre dec Ome. (2 x [KO VESION ancchae aiapnerine aianaebeu eit ters Gdns anieta ore 
Pere hecsnlLoauctolaincoine: and OCIel Witcnm er ol Tau. euiekanerye (ae salsa 


SHAREHOLDERS’ EQUITY: 
Capital Stock (Note 5) 
Authorized— 

5,000,000 Preferred shares of $20 (U.S.) par value each, 
issuable in series, of which 1,303,000 shares have been 
designated as $.70 (U.S.) Non-Cumulative Preferred 
shares, Convertible Series A 

15,000,000 Common shares of the par value of $1 (Can.) 

Outstanding— 


L208.009: Series:A. Preterred Shares (1974 = 315209.333)) 0 i eden. 
103363,/0lsCommoncshares €1974)-7110,366,053) S000 ees han ee 
OEIC SUE DUG TUN ORE 1) aia PR cern cre os hole ny eects a deieie <i Sis 
Act AUC OZEUIRIN ING Sa ee wei atte w Ge Gils Gea ef we se a geese suche Week oma he Shel 


COMMITMENTS (Note 8) 


December 31 


1975 


$ 26,979,000 
3,194,000 
1,695,000 
5,819,000 


37,687,000 


32,956,000 


17,675,000 
1,769,000 


24,160,000 
9,860,000 
47,235,000 


23,951,000 


105,206,000 


$195 293,000 


1974 


$ 45,392,000 
2,997,000 
1,235,000 
2,998,000 


52,622,000 


22,485,000 


9,825,000 
3,518,000 


24,187,000 
9,857,000 
47,211,000 


__15,799,000 


97,054,000 


$185,504,000 
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Total Petroleum (North America) Ltd. and Subsidiaries 


Consolidated Statements 
of Changes in Financial Position 


(United States Dollars) 


Financial resources were provided by: 
Operations— 
Net mecome for, ThE Car is 47 hile Se bee wee eae nelle ieee een eee ae 
Income charges not affecting working capital in the year: 
Depreciation, deplétiomand amortization ees nse ee ae een 
Déterred income tancsy ie roles eee ae ee eee eee an ae 
Financial resources provided by operations 
Additional long-term borrowings 


© Va. allie, .0. 26) fe, kee et cw). ce) ele; a oye) ce) 


Proceeds from sales of future production 


Salesiof propertlesys (5 ae wb cue ete cy ee arene Soto en aap a gene ore ee 


Issuance of COMMORtSHATES ou ee sarr a 0h ree ek) ee 
Other 


Se) 018) 008) ew 0G, 18) ere Tor te! Or ¥l eye) 8) aie Tee) 16, ve: (6) wi ce: le vei (ee ay ar w) 16) (0 - Wy Jo: sas Vella; (6) 0) ms (jolie! le) comiel ia ivienite: far uS 


Financial resources were used for: 
Capital expenditures— 
Petroleum and natural gas interests and production equipment..... 
Refining, marketing and transportation a-an sc ou eee eee 
QUE bE Nee ee eek eg le SI oe cai ch co et a 
Long-term debt paid or reclassified to current liabilities............. 
Dividends paid 
Reduction of deferred income 
Other 


Changes in components of working capital: 
Working capital, beginning of year 


Increase (decrease) in current assets: 
Cash and short-terni Investnientser. a <tos = sk aoe Oe oe eee 


(Increase) decrease in current liabilities: 
Accounts payable and other accrued -Habilities,....0 acta pe eee 
ACEMUEGG TAXES 201": ier ta, vtec! cake octet sasaki l) aie arn ry ona oe TR earn 
Current portion of long-term debt 


Working capital, end of year 
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Year Ended December 31 


1975 


$ 8,998,000 


8,837,000 


7,850,000 


25,685,000 
16,866,000 
432,000 
2,836,000 


45,819,000 


19,848,000 
7,539,000 
243,000 
6,395,000 
846,000 
1,925,000 
216,000 
37,012,000 
$ 8,807,000 


$ 10,301,000 


4,596,000 
(10,102,000) 

386,000 
(1,008,000) 
(6,128,000) 


17,953,000 
(197,000) 

(2,821,000) 

14,935,000 


$19,108,000 


1974 


$ 1,868,000 


7,705,000 
1,441,000 


11,014,000 
2,042,000 
2,511,000 
1,252,000 

8,000 
24,000 


16,851,000 


19,909,000 
4,398,000 
247,000 
3,415,000 
851,000 
5,682,000 


$(17,651,000) 


$ 27,952,000 


(7,698,000) 
17,265,000 

(72,000) 
1,169,000 


10,664,000 


(27,414,000) 
(161,000) 


(740,000) 


(28,315,000) 


$10,301,000 


1. ACCOUNTING POLICIES: 


The significant accounting 
policies followed by the 
Company and its subsidiaries 
are presented here to assist the 
reader in reviewing the financial 
information contained in this 
report. 


Principles of Consolidation— 
The consolidated financial 
statements include the accounts 
of all subsidiaries. 


The Company presents the 
consolidated financial statements 
in United States dollars because 
the majority of the transactions, 
and the major portion of the 
working capital and long- 

term debt of the consolidated 
companies, are in that currency. 
Canadian assets and liabilities 
representing cash and amounts 
Owing to or by the Company 
are translated at the rate of 
exchange in effect at the 

end of the period. Other 

assets (such as inventories 

and property, plant and equip- 
ment) and deferred credits are 
translated at historical rates. 
Operating results for the period 
are translated at the monthly 
average rate of exchange during 
- the year; depreciation, depletion 
and amortization included in 
operating results are translated 
at historical rates. Exchange 
gains and losses are included in 
net income. 


Notes to Consolidated Financial Statements 


Inventories are valued at 

the lower of cost or net realiz- 
able value. Cost of inventories 
of crude oil and refined products 
is determined by the last-in, 
first-out method. Cost of in- 
ventories of merchandise, 
materials and supplies is 
determined by the first-in, 
first-out method with respect 
to merchandise and by the 
average cost method for 
materials and supplies. 


Property, Plant and Equipment 
is carried at cost. 


All costs of exploring for 

and developing oil and gas 
reserves are capitalized and 
charged to operations over the 
life of estimated future pro- 
duction (proven reserves) 

on the unit-of-production 
method. This method has 
been followed consistently 

by the Company since 1965 
and by subsidiaries since 
dates of acquisition. Proceeds 
of disposals are applied in full 
against such costs. 


Depreciation and amortization 
are provided using the straight- 
line method based on estimated 
useful lives of assets. 


Income Taxes included in the 
consolidated financial statements 
are computed on the basis of 
(Reference is made to Note 4 
for further details): 


(i) not providing for taxes 


which would be payable upon 
transfer of undistributed earnings 
of subsidiaries since manage- 
ment believes that either such 
earnings will not be transferred 
in the foreseeable future or that 
no tax expense would be incurred 
because of available credits or 
deductions; 


(11) providing deferred taxes 
under the tax allocation method 
of accounting for income taxes 
whereby the provision for in- 
come taxes each year is 
computed on the basis of 
depreciation, depletion and 
certain other charges recorded 
in the accounts rather than the 
related amounts claimed as 
deductions in the companies’ 
tax returns. 


Investment tax credits are 
applied as a reduction of 
income tax expense in the 
period earned. 


Excise Taxes collected from 
customers are excluded from 
the Consolidated Statements of 
Income. 


Sales of purchased crude oil 
are deducted from the related 
purchases in the Consolidated 
Statement of Income. 


Pension Plans cover substantially 
all of the Company’s employees. 
Current cost and accruals for 
prior service costs (accrued 
over periods from 21 to 30 
years) are funded currently. 


P| 


Total Petroleum (North America) Ltd. and Subsidiaries 


2, PROPERTY, PLANT AND EQUIPMENT, 


Property, Plant and Equipment classified by functional groupings 1s as follows (see also Note 3 for debt 
secured by property): 


1975 1974 
Petroleum:-and natural gas IMtereStSe.nc sce. vee ce ce enero eee $103,623 ,000 $ 87,863,000 
PrOdUCTION: CQUIPINe Ht seceneiecs cee ae eee eee eee 7,527,000 6,289,000 
Ree PAS Fe iw Rag See aes aes a er 22,748,000 21,420,000 
Marketing \02 ich hh ese a tr eS Ss Ce eae ee ee et ee ere 33,965,000 35,669,000 
Supply: anc. trans portaLwome cs  Go 55 soca et gy Sieh ce ee eee 15,442,000 15,324,000 
Oe ea as o.ce res ie AER ch es ihre Dts Re arc 3,656,000 3,408,000 
186,961,000 169,973,000 

Less—accumulated depreciation, depletion 

ANd <AIMOLtEZA ION, evens snake eee: a heseene a Up rae ake ee 50,658,000 49,627,000 
$136,303 ,000 $120,346,000 


*Including accumulated depletion related to petroleum and natural gas interests of $20,754,000 and $18,849,000 at December 31, 
1975 and 1974, respectively. 


3. LONG-TERM DEBT: 
The following summarizes the consolidated long-term debt: 


Note payable in quarterly installments of $150,000 plus interest at prime rate plus 1% 


(maximun? 9%) to. September 1979.0. soe pe ea eee tt tenn $ 2,250,000 
First real estate mortgage notes due in quarterly installments of $125,000 to 1977 and 
$.175,000-from: 1978 to. 1982; at, prime rate. plus 190) 2 occ ee ae eee 4,500,000 
Notes payable in annual installments of $600,000 to March 1, 1977, at 596% .............. 1,200,000 
Note payable, due in quarterly installments of $100,000 plus interest at prime rate plus 
34% to September 1979 (certain oiltand gas properties pledged)ee 2 eee aye ee 1,500,000 
Note payable on June 30, 1977 at prime rate plus 154% (maximum 812%) .........:....... 4,000,000 
Note payable in monthly installments of $167,000 from September 1976 to August 1981 
at prime: plus 94%od(certam omband gas: properties pledged). ee eee eee 9,845,000 
Notes maturing at $400,000 quarterly from March 1976 to June 1978 and $500,000 in 
September and December 1978 at. prime plus P27 G37 oe 2 en oe 5,000,000 
Other secured debt, at F761: Vyas oh an Noose gk ie see Pa tee 10,480,000 
38,775,000 
LESS; Current maturities. <.. acc. 1 omnes © oe peo es eran ptaROr ates cae egies ene 5,819,000 
_ $32,956,000 


Minimum annual maturities of long-term debt for the next five years are as follows: 
1976—$ 5,819,000 
1977—$10,812,000 
1978—$ 6,960,000 
1979—$ 4,262,000 
1980—$ 3,515,000 


AtpDecempet 3i.e19 7.9. the Borrowings under such agree- credit are % of 1%. Under 
Company or its subsidiaries ments would be at interest terms of the commitment 
had unused commitments from rates from % of 1% to % of agreements, $15,000,000 will 
various banks for future bor- 1% above prime. Commitment expire in August 1976 and 
rowings aggregating $20,000,000. fees on the unused available $5,000,000 in January 1977. 
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4. INCOME TAXES: 


Under Canadian income tax 
law most exploration and 
development expenditures, 
including resource property 
acquisition costs, are deductible 
on various bases which gen- 
erally have the effect of 
permitting such deductions 
to be made for tax purposes 
in advance of their being 
charged off in the books. 
Capital cost allowances for 
depreciable assets are also 


Canada 


Exploration and development expenditures 
A CO SSW ern RIT ea ete eas nee Ieee ee ite as ew te ote he ee ee 


Depletion allowance 
United States 


PE Pm Pet ALIN GLOSS err hata Ee EOE oct Mia ec nce S APE A oe A ea ae betes 
Investment tax credits (including $700,000 earned in 1975) 


Upon utilization, the benefits 
of these carryforwards will be 
credited to the deferred income 
tax provision in the balance 
sheet. 


Royalty and similar payments 
to governments, aggregating 
approximately $7,000,000 

in 1975 and $4,000,000 in 

1974, are not deductible for 
Canadian federal income tax 
purposes. The resulting increase 
in taxes otherwise payable is 
substantially offset by special 
allowances at the federal 


deductible in advance of 
depreciation charged in the 
accounts. Tax laws in the United 
States contain provisions which 
may have a similar effect. 
Canadian tax law additionally 
provides for a depletion al- 
lowance at 25% of ‘‘resource 
profits’’ subject to a limit of 

$1 of allowance for every $3 

of “‘eligible expenditures’’. As 
a result, no income taxes were 
actually payable for 1975 


a; a (6: “erie 16,06) 6) 8) 1 ce (6,10) 6) 6; [ele (@) (6. (0,0) #8) 1e. ge) 6040 0) te, cor (0! (0 ie), |9)).0), 8! 16! (6) \0) 610° 16, (6. (6.10, s:0: .¢; “8)-'eh 0 Je, 0) (0) 6 ie (er 0 69 bere 


and provincial levels. 


In late 1974 proposed Canadian 
tax legislative amendments 
were announced. This legisla- 
tion has now been enacted 
but uncertainties remain 

in certain areas as to reg- 
ulatory interpretation. 
Accordingly, the Company 
has provided for deferred 
taxes based on prevalent 
industry projections of the 
eventual regulations. 


At December 31, 1975 and 


We) 10) a) co! (ee)! ym) e. eho! @) 1 6!) e), 0 fo) ie: @ oe) ei (ee. iene! @ 6) 6° 0 6. 0:6, ei ie) 8) oe) oe V0 


© Se ee!) 4) 28, (66.6, ¥1 (6) 0 be) \e.)\6) (oe! 16) 6) 0) Wy 6.8) ere: 


although, as explained in 

Note 1, provision has been 
made in the accounts for the 
taxes deferred as a result of such 
deductions exceeding expenses 
charged in the income statement. 


At December 31, 1975 the 
Company had the following 
approximate deductions and 
credits available to reduce taxes 
which would otherwise be 
payable in future years: 


$4,000,000 
3,000,000 
2,000,000 


3,500,000 
1,000,000 


1974 undistributed earnings 

of subsidiaries amounted 

to $24,021,000 and $18,659,000, 
respectively. Taxes payable 
upon distribution, which 

would amount to approximately 
15%, have not been provided 
since management believes that 
either such earnings will not 

be distributed in the foreseeable 
future or that no tax expense 
would be incurred because 

of available credits or 
deductions. 
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5. CAPITAL STOCK, CONTRIBUTED SURPLUS AND SHARE OPTIONS: 


Changes in issued capital stock and contributed surplus are summarized below: 


Par Value 
Series A 
Preferred Common Contributed 
Shares Shares __» Surpliss] 
Balances; Fanwaryels si 974 mene et ce hae is fe cere ee eee: $24,549,000 $ 9,819,000 $46,879,000 
Conversion of 18,103 Series A Preferred shares into 
36,206 Gommonr Shares meri eek ee ks cated eee eee eta (362,000) 37,000 325,000 
Exercise of stock options (1000.shares)) .+ 4). 7a eet ee — 1,000 7,000 
Balance, December 3 eel 974 a ie ee acs 2 ieee eee eee 24,187,000 9,857,000 47,211,000 
Conversion of 1,324 Series A Preferred shares into 
2.648. Common: SNares: arate Re ee eee eee a ee (27,000) 3,000 24,000 
Balance; December sf 19 7b ta ene oC ee eee ee $24,160,000 $ 9,860,000 $47,235,000 


Each Series A Preferred share 
is convertible at any time, at 
the option of the holder into 
Common shares at the rate 

of two Common shares for 
each Series A Preferred 

share converted, such rate 

of conversion being subject 

to adjustment in specified cir- 
cumstances. Series A Preferred 
shares may be redeemed by the 
Company after December 31, 
1975 at $20 per share. 


6. EARNINGS PER SHARE: 


Earnings per share reflected 

in the statement of income are 
calculated pursuant to United 
States practice rather than 
Canadian practice since 

this results in more conser- 
vative amounts (referred to 

as ‘‘fully diluted earnings per 
share’’ under Canadian practice). 


Earnings per share for 1975 


Basic earnings per share, 
pursuant to Canadian practice, 
are calculated as described 
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During 1975 the Board of 
Directors of the Company, 
subject to shareholder 
approval, authorized the 
issuance of options to pur- 
chase 300,000 of the Company’s 
common shares. Under the 
plan, options may be granted 
to officers and employees 
through November 30, 1980. 
Holders of options may exercise 
at any time within five years 
of the date of grant but only 
while they continue to be 


are computed on the weighted 
average of the Common shares 
outstanding during the period 
plus common equivalent shares 
represented by shares issuable 
upon conversion of Series A 
Preferred shares. For 1974, 
earnings per share are based 
only on the weighted average of 
Common shares outstanding 
because common equivalent 


©) (Od) et fe: fe, (i fe, oid, je, @) iw (or 4h, (sie se; (0) (¢] @) eis! "e: (@) 16). Ss) ., 10, 101 18. ’s, 


above for the 1974 amount 
and were $.79 for 1975. 
Dividends paid to the Series 


employees. No charges to 
income were made in connec- 
tion with the options because 
the exercise price is fair market 
value at the date granted. At 
December 31, 1975, options to 
purchase 188,000 shares at 
$4.75 per share were out- 
standing to employees (90,000 
to senior officers) and 112,000 
shares were available for granting 
of options. The outstanding 
options expire on December 
11, 1980. 


shares were antidilutive. 
Dividends on the Series A 
Preferred shares are deducted 
from net income in 1974 in 
calculating earnings per share. 
The dilutive effect of share 
options was insignificant in 
both 1975 and 1974. The average 
shares used in calculation of 
earnings per share was as 
follows: 


1975 1974 
10,367,490 10,350,399 
D2 Ali2e> — 
12,784,719 10,350,399 


A Preferred shareholders 
aggregated $846,000 in 1975, 
and $851,000 in 1974. 


TIVENSION PLANS: 


Pension expense for all plans 
was $1,335,000 in 1975 and 
$860,000 in 1974. Unfunded 
prior service costs aggregated 
$2,200,000 at December 31, 1975. 


8. COMMITMENTS: 


The present value of future proximately $1,200,000 per 
rentals under all long-term year through 1980, $950,000 
agreements (excluding leases per year for 1981 through 1985, 
of oil and gas properties) ap- $450,000 per year for 1986 
proximates $9,400,000 at through 1990 and $275,000 


December 31, 1975. Minimum per year for 1991 through 1993. 


annual rental payments on 
the above leases are ap- 


Types of of Future 

Property Leased Rentals 
Res ULC ONT PACIILICS) arta k. ohViae aa deke gh ton Aes stat! «< $4,927,000 
ibe ine and storage FAG IIe Sa Sedna 5 Usui ee - Wiccadboun erie dels 2,703,000 
ERC UIM EAE OPCS) oko d che tg sty 3 elt stats ae oR $76,000 
$8,206,000 


Aggregate rental expense, 
including short-term rentals 


Present Value 


but excluding leases of oil and 
gas properties was $1,785,000 
in 1975 as compared to $1,791,000 
in 1974. 


Amounts included above related 
to certain long-term lease 
agreements are as follows: 


If these leases were capitalized, the effect on net income would not be significant. 


9. STATUTORY INFORMATION: 


The total direct remuneration of directors and senior officers of the Company 


Total Petroleum (North 
TOTAL Leonard, Inc. 


Directors 


No. Amount 
PAITIOT ICA LSE ais a ee evel ye ah 10 $32,850 


Bo) Ke) wi. [ een ee, lel isla, wiles: (eo) tenie) eltel (wills! 91,6) 'e' 's)(e' ‘sets: » 8) 6 @ 


HON 325,890 


Average 
Expiration Interest 
__Dates _ _Factor_ 
1987 7.0% 
1993 6.5% 
1976-1990 5.8% 
in 1975 was as follows: 
Officers 
who are 
pe OMCers also 


No. Amount Directors 

4 $145,000 
4 
ren 


257,900) iy) 1s 
Se 0G)? cle 
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10. RELATED PARTY TRANSACTIONS: 


During 1975 the Company 
purchased crude oil at market 
prices from Total International 
Limited, a wholly owned 
subsidiary of Compagnie 
Francaise des Petroles (““CFP’’), 
a French corporation which 
owns approximately 48% of 
the voting shares of the 
Company. The aggregate 


11. PENDING MERGER: 


On December 16, 1975 the 
Company and Hanover 
Petroleum Corporation 
announced that the boards 

of directors of the respective 
corporations approved a revised 
merger agreement whereby 
Total Petroleum will acquire 

all of the assets and liabilities 
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of such purchases was 
$34,200,000, there being 

no balance owing at the end 
of the year. Similar purchases 
during 1974 resulted in an 
account payable at December 
31, 1974 of $24,263,000. 


The Company participates 
in a joint venture exploring 


of Hanover. The merger is sub- 
ject to the approval of the 
shareholders of both companies. 


Under the terms of the 
agreement, the Company 

will exchange $6.40 in cash, 
$6.40 principal amount of new 
11.5% debentures, six-tenths of 


for hydrocarbons with six other 
companies, one of which is a 
wholly-owned subsidiary of 
CFP and operator of the 
venture. In 1975 the Com- 

pany incurred costs aggregating 
approximately $1,500,000 at- 
tributable to its 5% interest 

in this venture off-shore 
Labrador. 


a watrant to purchase one of 
the Company’s common shares 
at $10 and either an overriding 
royalty interest in certain 
properties or an additional 
$1.25 in cash for each of 
Hanover’s 2,717,915 
outstanding shares. 
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Name 
James W. Glanville 


Philippe Dunoyer 


Reid Brazell 


Martin E. Citrin 


F. Campbell Cope, Q.C. 


Etienne L. Dalemont 


Joseph-Camille Genton 


Andre M. Jacqmin 
Linden J. Richards 
David L. Torrey 


Philippe Magnier 
Paul H. Gutknecht 


Robert R. Dean 


John E. Fawke 


William G. Tucker 
Roger H. Edmunds 


William F. Kellock 
Don W. Godfrey 
Colin S. MacDonald 


Clifton D. Bengtson 


Directors and Officers 


Office 


Director and Chairman of 


the Board 
Director and President 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


Vice-President 
Vice-President and 


Treasurer 
Vice-President 


Vice-President 


Vice-President and 
Secretary 


Vice-President 


Vice-President 
Assistant Secretary 
Assistant Treasurer 


Assistant Secretary 


Principal Occupation 


Senior Managing Director of Lehman 
Brothers, Inc.; New York, N.Y. 


President of TOPNA; President and 
Director of TOTAL Leonard, Inc.; 
Alma, Michigan 


Formerly Chairman of the Board and 
Chief Executive Officer of TOPNA and 
of TOTAL Leonard, Inc.; now retired; 
Frankfort, Michigan 


Petroleum Marketing Consultant, 
Bloomfield Hills, Michigan 


Partner of the legal firm of Ogilvy, Cope, 
Porteous, Montgomery, Renault, Clarke & 
Kirkpatrick; Montreal, Quebec 


Chairman of the Company from 
November, 1971 to May, 1973; 

former Managing Director of Compagnie 
Frangaise des Pétroles; Paris, France 


Director of Finance for Compagnie 
Frangaise des Pétroles; Paris, France 


Director of Operational Planning and 
Control for Compagnie Frangaise des 
Pétroles; Paris, France 


Oil and Gas Exploration Consultant; 
Chairman of the Board of Quintana 
Exploration Co.; Calgary, Alberta 


Senior Vice-President and Director of 
Pitfield, Mackay, Ross & Company 
Limited, Inc.; Montreal, Quebec 


Vice-President — Exploration and 
Production of TOPNA; Calgary, Alberta 


Vice-President — Finance and Treasurer of 
TOPNA; Alma, Michigan 


Vice-President — Manufacturing, Supply 
and Transportation of TOPNA; 
Alma, Michigan 


Vice-President — Marketing of TOPNA; 
Detroit, Michigan 
Vice-President — Administration, 


Secretary and General Counsel of 
TOPNA: Calgary, Alberta 


Vice-President — Exploration, 
Calgary Division of TOPNA; 
Calgary, Alberta 


Vice-President — Production 
of TOPNA; Calgary, Alberta 


Assistant Secretary of TOPNA; 
Alma, Michigan 


Assistant Treasurer of TOPNA; 
Calgary, Alberta 


Assistant Secretary of the TOPNA; 
Calgary, Alberta 


THE JOHN HENRY CO. 
PRINTED IN U.S.A. 


TOTAL PETROLEUM 
(NORTH AMERICA) LTD. 


INTERIM REPORT 


SIX MONTHS ENDED JUNE 30 


1975 


CONSOLIDATED STATEMENTS OF CHANGES 


IN FINANCIAL POSITION 


(United States Dollars) 


Financial resources were provided by: 
Operations — 
Net income for the period . 


Income charges (credits) not neecine working! 
capital in the period: 


Depreciation, depletion and amortization . 
Deferred income taxes 


Financial resources provided by operations . 


Additional long-term borrowings . : 
Proceeds from sale of future production . 
Sale of properties 

Issuance of common stock 

Other 


Total financial resources provided 


Financial resources were used for: 
Capital expenditures — 


Petroleum and natural gas interests 
and production equipment . 


Refining, ee Sauk and transportation 
Other 


Long-term debt para or reclassified fo 
current liabilities . 


Dividends paid . 
Reductions of deferred income 
Other 


Total financial resources used 


Decrease in working capital 


Changes in components of working capital: 
Working capital, beginning of period 
Increase (decrease) in current assets: 
Cash and short-term investments 
Accounts and notes receivable 
Inventories 
Other 


(Increase) decrease in current liabilities: 
Notes payable ; 
Accounts payable and other neenied ebiitice 
Accrued taxes 
Current portion of long- fon eps 


Working capital, end of period . 


Six Months Ended 
June 30 


1975 


2,539,000 


3,910,000 
2,337,000 


CONSOLIDATED STATEMENTS OF INCOME 
(United States Dollars) 
Six Months Ended 


8,786,000 
6,530,000 
237,000 
740,000 


. 16,293,000 


8,595,000 
3,764,000 
79,000 


2,638,000 
423,000 
1,227,000 
2,000 


ee 65728,000 


13,781,000 


June 30 
1979, 1974 
1974 (restated) 
(restated) Revenue: 
Sales and other income . . $109,096,000  $100,340,000 
8.000 Costs and expenses: 
: Purchased crude oil, products and merchandise 81,563,000 79,510,000 
Operating ee 9,670,000 8,323,000 
3,934,000 Marketing and administrative 7,740,000 7,261,000 
6000 Depreciation, depletion and amortization 3,910,000 3,934,000 
Seu Interest 1,337,000 1,298,000 
Meccan Provision for income taxes 2,337,000 6,000 
629,000 106,557,000 100,332,000 
roe NET INCOME (LOSS) FOR THE PERIOD . .$ 2,539,000 §$ 8,000 
6,595,000 NET INCOME (LOSS) PER SHARE . $ .20 $(.04) 
Average outstanding shares 12,784,719 10,340,214 
7,800,000 THREE MONTHS ENDED JUNE 30th: 
1,131,000 Sales and other income ._ . $ 59,598,000 $ 53,534,000 
10,000 Provision for income taxes . $ 2,116,000 $ 565,000 
DOE 000 NET INCOME FOR THE PERIOD . + '$) 2,047,000: $ 177,000 
"427,000 NET INCOME PER SHARE Sold — 
2,307,000 Average outstanding shares . 12,784,719 10,349,580 


i 
f 


. $ (435,000) 


. $ 10,301,000 


(5,793,000) 
(12,344,000) 
(1,044,000) 


. (1,003,000) 
(20,184,000) 


(4,500,000) 

24,937,000 
(243,000) 
(445,000) 


19,749,000 
. $9,866,000 


$ (7,186,000) 


$ 27,951,000 


14,941,000 


(22,127,000) 
$ 20,765,000 


NOTES: Net income per share for the 1975 period is computed assuming full conver- 
sion of Series A Preferred shares into Common shares. Net loss per share for the 1974 
period is based on the weighted average of Common shares outstanding in the period. 


Dividends on the Series A Preferred shares are deducted from net income in the 
(7,357,000) 
15,088,000 
6,784,000 
426,000 


calculation. Common equiva ent shares were antidilutive in the period. 


Dividends to the Series A Preferred shareholders were at the rate of 35 cents per share 

for each of the six month periods and aggregated $423,000 for 1975 and 
1 

$427,000 for 1974. | 


The Company’s U.S. subsidiary adopted the last-in, first-out (LIFO) inventory costing 
method in 1974, retroactive to January 1. The accounts for the interim periods of 1974 
have been restated to give effect to this retroactive change. Net income as originally 
reported for the six and three month periods of 1974 was $4,990,000 ($.39 per share) 
and $1,532,000 ($.12 per share), respectively. 


(2,000,000) 
(17,888,000) 
(1,973,000) 
(266,000) 


£ 

: : ts” : : 

The financial statements aes all normal adjustments and accruals, but are unaudited. 
i - 
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